ifically 
public 
ved by 
where 
non- 
Na- 

ted by 
id dis- 
Board 
non- 
ccount 
needs” 


ication 


rgani- 
ollege, 
ensive 
eaders 
e Na- 
teenth 
is An 
S., by 
ton 6, 
n Pl, 
ty of 
the 
of the 
erned, 
ity of 
hat in 
never 
n the 
nd of 
,000,- 


oorly 


f the 
ndred 
ire of 
were 
0 per 
times 
tricts. 
orted 
00 in 
‘assa- 
rkan- 
ginia, 
1 and 


) per 
asses 
were 
cost 
than 


sums 
00m ; 
90 in 
sippi 
er to 


xist ; 
con- 
1 the 


Price $2.00 Per Year—Single copies this issue 5 cents. 


and are not to be 


“Saturday, May 5, 1945 


INFORMATION SERVICE 


Published Weekly, Except During July and Aujuat 


DEPARTMENT OF RESEARCH AND — 
FEDERAL COUNCIL OF THE CHURCHES OF CHRIST IN AMERICA 
297 FourtH AvENvUE, New York 10, N. 


Volume XXIV, No. 18 


The Federal Council of the Churches of Christ in America is a federation of twenty-five national religious bodies 
through which they are rendering united service. Articles appearing herein furnish information on current issues 
construed as declarations of official attitudes or policies of the Federal Council of Churches. 


Entered as second-class matter January 4, 1924, at the Post office at New York, under the act of March 3, 1879. 


Free Enterprise and Social Planning 


As Discussed in Recent Books 


The Road to Serfdom. By Friedrich A. Hayek. Chicago, 
University of Chicago Press, 1944. $2.75. 


As We Go Marching. By John T. Flynn. 
N. Y., Doubleday, Doran and Co., 1944. 


Bureaucracy. By Ludwig von Mises. New Haven, Conn., 

Yale University Press, 1944. $2.00. 

No student of political and economic problems can 
afford to be unfamiliar with the thesis elaborated in these 
three volumes. They represent a position that is likely 
to be defended with increasing vigor as preoccupation 
with the war gives way to concern over domestic issues. 
The composite thesis may be stated thus: The mainte- 
nance of human freedom requires the preservation of the 
competitive economic system. All forms of collectivism 
—nazism, fascism, socialism and “planned economies”— 
are essentially of one piece. Totalitarian systems are the 
natural fruit of democratic socialism. The New Deal in 
America is a step toward the ultimate crippling of eco- 
nomic enterprise and the loss of freedom. ‘The three 
writers develop the subject, each in his own way, but 
with common assumptions. 

Mr. Hayek is a British economist of Austrian birth. 
Mr. Flynn is a well-known American author and journal- 
ist. Mr. von Mises is internationally known as the head 
of the “Austrian School of Economics.” 

In a foreword to The Road to Serfdom, John Chamber- 
lain gives a key to its interpretation. “When ‘society’ 
and the ‘good of the whole’ and ‘the greatest good of the 
greatest number’ are made the overmastering touchstones 
of state action, no individual can plan his own existence.” 
There is a refreshing directness about Hayek’s unapolo- 
getic defense of individualism. Private property is “the 
most important guaranty of freedom, not only for those 
who | own property, but scarcely less for those who do 
not.” The fact that opportunities open to the poor are 
relatively restricted in a competitive society “does not 
make it less true that in such a society the poor are much 
more free than a person commanding much greater mate- 
rial comfort in a different type of society.” The very 
impersonality of economic mechanisms, which Christian 
writers have so long condemned, is pronounced good. “In- 
equality is undoubtedly more readily borne, and affects 
the dignity of the person much less, if it is determined by 
impersonal forces than when it is due to design. In a 
competitive society it is no slight to a person, no offense 
to his dignity, to be told - any particular firm that it 
has no need for his services. . . .” 


Garden City, 
$2.00. 


This is not intended as a defense of selfishness or ego- 
ism. Rather, it results from an effort to be realistic 
about man, of whom the author says that “the ends about 
which he can be concerned will always be only an in- 
finitesimal fraction of the needs of all men.” The notion 
of “planning” gets support from “single-minded idealists” 
who suffer from a limited view. “From the saintly and 
single-minded idealist to the fanatic is often but a step.” 
The strongest impetus to planning comes from “frus- 
trated specialists.” On the other hand, the liberal tradition 
(which indicates in general the ideas of John Stuart Mill, 
Adam Smith and the Manchester School) is credited with 
a “broad humanitarianism” for which collectivism has no 
place. 


This seems to mean that liberal political theory estab- 
lishes a firm basis of freedom in the mechanisms of the 
market and with this foundation laid, the state is free to 
establish minima, insure against loss of employment, and 
the like. The term laissez-faire as characterizing liberal- 
ism, Hayek rejects. 

What is most difficult to understand is the defense of 
free enterprise on a purely theoretical basis. It is stated 
that in a system allowing free choice of trades “it is neces- 
sary that the remuneration in these trades should corre- 
spond to their usefulness to the other members of society, 
even if this should stand in no relation to subjective 
merit.” This means that rewards are measured by objec- 
tive usefulness. Obviously this is not true of organized 
trades where wages are fixed by collective bargaining. 
Does this mean that trade unions are necessarily harm- 
ful? Furthermore, the impersonal mechanism of the 
market must operate according to theory if it is to perform 
its function. Yet, as the Brookings Institution Studies 
have made clear (and extensive notice has been given to 
them in this Service) this theoretic price mechanism has 
been largely set aside and “‘administered price” substituted 
for it. Hayek is at pains to show that monopoly practices 
are not inevitable under the profit system, though he rec- 
ognizes their extent. Yet the competitive system is ex- 
pounded and justified as if it were operating as the formu- 
lators of the theory intended and expected. 

In his zeal to show that the critics of free enterprise 
are all of one stripe, Mr. Hayek permits himself to 

abridge and lift out of context a quotation from E. H. 
Carr’s Conditions of Peace which distorts the meaning of 
the passage. This was doubtless unintentional, though it 
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illustrates the emotional approach of some writers to this 
subject. 

But this well written and for the most part closely rea- 
soned discussion is an excellent tonic for those of us who 
are “welfare” minded and unaccustomed to meet a con- 
servative economist on his own ground, 

Mr. Flynn has fabricated quite a bomb for those who 
knew his work in pre-New Deal days. He undertakes 
to draw a deadly parallel between Italy, Germany and 
the United States with respect to economic developments 
of recent years. Tascism and nazism he regards not as 
distinct movements suddenly come into being, but as the 
inevitable fruitage of economic trends that have been 
evident for many decades. America, he believes, has 
latterly been traveling the same road. What we have wit- 
nessed in Europe is not a “revolt against Western cul- 
ture” but a disease of that culture. The account given is 
abundantly documented from history. As he presents it, 
it is a record of “tax, borrow and spend.” Flynn dis- 
counts the popular notion that fascism was put over by 
reactionaries. ‘‘Fascism was a leftist job,” though con- 
servatives collaborated in it to an incredible extent. The 
movement had no end of plausible appeal but “the an- 
nounced program of its founders and the system of society 
which they put into effect were oceans apart.” Musso- 
lint won many encomiums from eminent men, Mr. 
Churchill among them, even after he had committed re- 
volting excesses, showing “the extent to which evil deeds 
will be excused or tolerated or even defended when some 
cherished public or religious or social crusade is the 
excuse.” 

Germany and Italy were prepared for what happened 
to them by an era of “promissory evangelists.” The nazi 
program was vague and opportunistic, capitalizing un- 
employment and discontent, and utilizing militarism on a 
grand scale. Yet the groundwork of autarchy and deficit 
financing had been laid during the Republic. Capitalism 
had been undermined. Any leader, says Mr. Flynn, 
“who rides to power upon the masses’ hunger for jobs, 
for security from the cradle to the grave, for the regula- 
tion of business against the evils of overproduction, will 
quickly enough discover, even if his tastes do not already 
run in that direction, that he must make an end of criti- 
cism, that he must suppress opposition, that he must en- 
force compliance by the application of force and through 
a comprehensive attack of positive propaganda.” 

All this furnishes a background for the author’s diag- 
nosis of the situation in the United States at the time 
he wrote. We have been following, he says, in the foot- 


steps of Germany and Italy. A totalitarian government, ° 


in whatever form, is one “which possesses the power to 
enact any law or take any measure that seems proper 
to it.” This is what he finds approximated in America. 
Increasing executive control of the budget, abdication by 
Congress, extension of executive power through quasi- 
legislative and quasi-judicial machinery—these are seen 
as evil signs. “We have been moving away from free 
enterprise and from the essential features of constitutional 
government.” Henry Wallace and his kind represent “a 
kind of fevered evangelistic school, having almost no doc- 
trines at all, but hating evil and loving goodness, yet 
withal willing to plunge the world into flames to bring to 
reality their vague utopias.” 

Mr. Flynn is not a dogmatic defender of capitalism, 
for he finds faults in it. But he wants to see it saved 
by men who believe in it. 

Ludwig von Mises’ little book is an extraordinarily 


blunt defense of the profit system. “With the profit mo- 
tive the enterpriser is compelled to supply the consumers 
with those goods which they are asking for most urgently, 
If the enterpriser were not forced to take the profit mo- 
tive as his guide, he could produce more of A, in spite of 
the fact that the consumers prefer to get something else, 
The profit motive is precisely the factor that forces the 
businessman to provide in the most efficient way those 
commodities the consumers want to use.” Capitalism is 
the only practicable system by which reckoning and com- 
putation can be applied in determining economic eff- 
ciency. Human nature is what it is and “we have no 
means of substituting the wisdom of an infallible authority 
for people’s shallowness.” The price system in a iree 
enterprise economy makes it possible “‘to discover by 
means of a precise calculation which of the indefinite 
multitude of thinkable processes of production are more 
advantageous and which less.” Here again there is no 
reference to the prevalent system of administered price. 
Labor is a commodity, bought and sold as such and this 
“makes the wage earner free from any personal depen- 
dence.” 

Bureaucracy is necessary in government, but is prop- 
erly limited to “management of affairs which cannot be 
checked by economic calculation.” The author points out 
that businessmen have no special qualification for admin- 
istrative work in government bureaus. But neither, he 
insists, can those bureaus administer business outside the 
government. The real culprit today “is not the bureau- 
crat but the political system.” 

Mr. von Mises sees no place for a mixed economy. 
Capitalism and socialism won’t mix. “Contrary to a 
popular fallacy there is no middle way, no third system 
possible as a pattern of a permanent social order.” 

It will be obvious that an acceptance of the views 
presented in these three books would invalidate most of 
what church bodies have been saying for many years. 

F. Ernest Johnson. 


The Great Transformation. By Karl Polanyi. New York, 

Farrar & Rinehart, Inc., 1944. $3.75. 

“Here is a book that makes most books in its field seem 
obsolete or outworn,” so R. M. Maclver, professor of 
political philosophy and sociology at Columbia University, 
writes in his Foreword to this volume by a Hungarian 
economist and editor. It is in sharp contrast to the three 
books reviewed above. 

The “fount and matrix” of our nineteenth-century 
civilization, Dr. Polanyi believes, was “the self-regulat- 
ing market.” But it “could not exist for any length 
of time without annihilating the human and natural sub- 
stance of society.” Whatever measures society took to 
protect itself, ‘impaired the self-regulation of the market, 
disorganized industrial life,’ and “finally disrupted the 
social organization based upon it.” This was the real 
cause of the cataclysm in which the world finds itself 
today. 

A “market economy,” he defines as “an economic sys- 
tem controlled, regulated, and directed by markets alone.” 
Such an economy must “comprise all elements of industry, 
including labor, land and money. .. . But labor and land 
are no other than the human beings themselves of which 
every society consists and the natural surroundings in 
which it exists. To include them in the market mechan- 
ism means to subordinate the substance of society itself 
to the laws of the market.” 

The conditions of the mid-nineteenth century which 
economists sought to explain by the laws of economics 
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were “actually the result of the simultaneous action on 
the body social of two mutually exclusive systems, namely, 
4 nascent market economy and a paternalistic regulation- 
jm in the sphere of the most important factor of pro- 
duction, labor. . . . As gradually the laws governing a 
market economy were apprehended, these laws were put 
under the authority of Nature herself... . The laws of a 
competitive society were put under the sanction of the 
jungle.” To assume that labor and land were merely 
commodities that were for sale ignored the fact that 
“leaving the fate of soil and people to the market would 
be tantamount to annihilating them.” Soon there were 
movements to check “the action of the market in respect 
to the factors of production, labor and land.” 

In liberal economic theory laissez-faire was “a natural 
development” and “‘all protectionism was a mistake due 
to impatience, greed, and shortsightedness, but for which 
the market would have resolved its difficulties.” Dr, 
Polanyi believes, on the other hand, that “the concept of 
a self-regulating market was utopian, and its progress 
was stopped by the realistic self-protection of society.” 
The question, which of these is sound, is “perhaps the 
most important problem of recent social history, involv- 
ing as it does no less than a decision on the claim of 
economic liberalism to be the basic organizing principle 
in society.” 

“Freedom of contract” for labor meant, in practice, 
the liquidation of the “noncontractual organizations of 
kinship, neighborhood, profession and creed . . . since they 
claimed the allegiance of the individual and restrained 
his freedom.” Protection for the workers meant the dis- 
ruption of the labor market which could “serve its pur- 
pose only if wages fell parallel with prices.” “Actually,” 
it was “allowed to retain its function only on condition 
that wages and conditions of work, standards and regula- 
tions should be such as would safeguard the human 
character of the alleged commodity, labor.” 

“The true meaning of free trade,” according to Dr. 
Polanyi, is “the mobilization of the produce of the land 
... from the neighboring countryside to tropical and sub- 
tropical regions. . . . With free trade the new and tremen- 
dous hazards of planetary interdependence sprang into 
being.” If international free trade is unchecked it must 
“necessarily eliminate ever-larger compact bodies of agri- 
cultural producers.” 


If the gold standard were to work fully, then domestic 
prices must fall “whenever the exchange was threatened 
with depreciation.” This “standing danger to business” 


-could be relieved to some extent by controlling the supply 


of credit within a country. But “monetary policy was 
thereby drawn into the sphere of politics.” Within the 
different countries the clashes of economic classes often 
centered on this issue. “For international purposes the 
currency was the nation; and no nation could for any 
length of time exist outside the international scheme.” As 
long as world economy functioned the tension within the 
countries remained latent. When the gold standard dis- 
solved in the ‘20s “‘market civilization itself was en- 
gulfed.” 

In those years “interventionism” in the market and 
currency “became the center of politics.” As a result, 
“labor entrenched itself in parliament where its numbers 
gave it weight, capitalists built industry into a fortress 
from which to lord the country. .. . The captains of indus- 
try were subverting the population from allegiance to 
their own freely elected rulers, while democratic bodies 
carried on warfare against the industrial system on which 
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everybody's livelihood depended. Eventually, the moment 
would come when both the economic and the political sys- 
tems were threatened by complete paralysis. . . . The time 
was ripe for the fascist solution.” This seemed to offer 
an escape from the “institutional deadlock.” Actually, it 
produced everywhere “sickness unto death.” 

tut the future is not all dark. The writer looks for a 
new international system which will make possible “eco- 
nomic collaboration of governments and the liberty to 
organize national life at will.” Real freedom for all will 
come from “the discovery of society.” Inez M. Cavert. 


Full Employment in a Free Society. By William H. Bev- 
eridge. New York, W. W. Norton & Co., 1945. $3.75. 
This work is a sequel to the famous official Report on 

Social Insurance and Allied Services, prepared by Sir 
William Beveridge and published in November, 1942. It 
is a personal document, however, and it was written with- 
out cooperation from government agencies. In the offi- 
cial report Sir William had contended that if a plan for 
social security were to be carried out fully there should 
be maintenance of employment. In the book under re- 
view, he completes the task begun in the earlier report. 

Sir William opens on high ground. He quotes an 
account given by Charlotte Bronté on conditions among 
the hand loom weavers in England 125 years ago: “Misery 
generates hate. These sufferers hated the machines which 
they believed took their bread from them; they hated the 
buildings which contained the machines; they hated the 
manufacturers who owned the buildings.” Sir William 
goes on: “This text is my main text. The greatest evil 
of unemployment is not physical but moral, not the want 
which it may bring but the hatred and fear which it 
breeds.” 

Sir William then sets forth not a plan or a program 
but a policy for attaining full employment. He indicates 
that full employment does not mean literally no unem- 
ployment. It simply means that unemployment is re- 
duced to short intervals of “standing by.” He would 
have a policy which would make certain that, if one were 
out of work, very soon he would be wanted in the old 
job or have a new one within his competence. The aim 
of the policy would be to create a condition in which 
there would be more vacant jobs than unemployed men. 

Sir William rejects socialism, as that term is generally 
understood in the United States and in England. He also 
excludes a “totalitarian solution,” which would imply a 
society completely planned and regimented. He has: faith 
that by use of the instrumentality which he recommends 
Britain may become a land of opportunity for all. He 
insists it would be “a free society,” claiming that “all 
essential citizen liberties” could be preserved. His list 
of “essential citizen liberties,” is as follows: “Freedom 
of worship, speech, writing, study and teaching; freedom 
of assembly and of association for political and other pur- 
poses, including the bringing about of a peaceful change 
of the governing authority; freedom in choice of occupa- 
tion; and freedom in the management of a personal in- 
come.” Sir William makes, however, certain very frank 
qualifications. According to him, free “choice of occu- 
pation means freedom in choosing between occupations 
which are available; it is not possible for an individual 
to choose to be Archbishop of Canterbury if that post is 
already filled by another.” Further he declares: “The 
list of essential liberties given above does not include 
liberty of a private citizen to own means of production 
and to employ other citizens in operating them at a 
wage.” All in all, he admits, “the problem of maintain- 
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ing full employment is more complicated in a free society 
than it would be under a totalitarian regime.” ’ 
The instrument on which Sir William would mainly 
rely to carry out the policy of full employment is “the 
national budget.” This would be administered by a public 
agency to which would be committed major tasks of re- 
construction over a period of 20 years. To this state 
authority would be granted large powers in order that 
it might guarantee adequate total outlay for goods and 
services; in other words, to create sufficient effective de- 
mand to insure full employment. The “minister of na- 
tional finance” would be required each year to make diffi- 
cult decisions in the process of carrying out the policy. 
This is a technical book. It is prepared in the general 
style of British government reports, with every paragraph 
numbered. Reading it is heavy going. Nevertheless, it is 
a social document of first importance. Sir William has 
become one of the world’s most prominent advocates of 
the idea of combining social planning with democratic 
government. In this impressive book he presents much 
evidence in support of his thesis. Recently he left aca- 
demic halls to become a Liberal member of Parliament, 
where he is in a position effectively to advocate his 


policies. Benson Y. Landis. 


By Frank H. Knight 
New York, Harper and Bro- 


The Economic Order and Religion. 
and Thornton Merriam, 
thers, 1945. $3.00. 

This unusual book brings the general thesis of the first 
three volumes reviewed above into direct encounter, in 
terms of its ethical implications, with what may be called 
the social gospel position. Mr. Knight contributes an 
essay expounding and defending the ethics of secular 
liberalism. Mr. Merriam follows with an exposition of 
liberal Christian social ethics as applied in the economic 
sphere. Then each author comments on the other’s essay. 
Merriam’s position has affinities in critique and program 
with what the authors call neo-liberalism in the secular 
sphere. It is a revealing term, signifying an effort to 
realize the spirit of the classical liberalism, with its em- 
phasis on freedom, through some measure of planned 
social action. 

Mr. Knight defends, in general, historical liberalism, 
though he criticizes its formal concept of the “individual.” 
He holds that the individual “cannot possibly be a unit in 
social structure.” Society is more accurately described 
as familistic and as having an institutional base. This is 
a profound judgment, and it seems unfortunate that it is 
not more fully elaborated, for it would furnish more com- 
mon ground than the two writers are able to discover. 

Mr. Knight’s essay interprets Christianity in the light 
of its historical doctrines and its medieval world view. In 
large part, therefore, his argument and Mr. Merriam’s do 
not precisely meet because the latter’s position is dis- 
tinctly liberal in the theological sense. Both writers are 
ethical realists in that they reject all romanticism as to 
the adequacy in human affairs of uncoercive measures. 
Knight, however, thinks the Christian ethic intrinsically 
unrealistic and based upon ineffectual “good intentions.” 

To Merriam’s neo-liberal economic position Knight op- 
posses a stern realism. “Man is by nature self-assertive 
and competitive.” Economic conflict would exist even 
“in a society in which economic activity was not organ- 
ized at all, or was organized on any conceivable pattern.” 
He is opposed to planning proposals which interfere with 
the competitive principle. Market competition remains 
essential. Merriam does not hold himself responsible 
for meeting technical economic arguments but presents 
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very forcefully the Christian ethical imperatives. Knight 
has no particular objection to these imperatives. In fag 
he finds them somewhat inspiring, but he thinks they do 
not impinge on the actual situation. — 

The proposal given in Mr. Merriam’s essay for con. 
structive education and action projects by lay church 
groups is very useful. He shows an appreciation of the 
lay genius of Protestantism and of the possibilities of 
adult education. 

This reviewer is impressed with the fact that in dis- 
cussions of this kind arguments fail of conclusiveness be. 
cause the participants stand in different frames of refer- 
ence. The question inevitably arises whether in the last 
analysis social decisions depend upon rational demonstra- 
tion as much as upon strong ethical motivation on the 
one hand and the play of powerful group forces on the 
other. In this case the discussion would probably have 
been more fruitful if Mr. Knight had not adhered so 
closely to theological history and had recognized social- 
ethical developments in contemporary 
Pioneers in World Order; An American Appraisal. Edited 

by Harriet Eager Davis. New York, Columbia Univer- 

sity Press, 1944. $2.75. 

In this little book a group of American experts who 
worked with the League of Nations discuss the work of 
the League through the years in the field of their specialty, 
Among the topics treated and the writers are: “The 
Framework of Peace,” by Arthur Sweetser ; “Security,” 
by James T. Shotwell; “Disarmament,” by Laura Puffer 
Morgan; “The World Court,” by Manley Hudson; “In- 
ternational Civil Service,” by Frank G. Boudreau; “The 
International Labor Organization,” by Carter Goodrich; 
“Control of Special Areas,” by Sarah Wambaugh; “De- 
pendent Peoples and Mandates,” by Huntington Gilchrist; 
“World Economics,” by Henry F. Grady ; “International 
Double Taxation,” by Mitchell B. Carroll ; “Standardizing 
World Statistics,” by E. Dana Durand; “Dangerous 
Drugs,” by Herbert L. May; “International Health 
Work,” by Frank G. Boudreau; “Refugees,” by James 
G. McDonald; “Social Problems,” by Elsa Castendyck; 
“The League of Minds,” by Malcolm W. Davis. 

A valuable little book for those who are concerned 
about postwar world planning. 
Home Ownership; Is It Sound? By John P. Dean. New 

York, Harper and Brothers, 1945, $2.50. 

This little book by a member of the department of 
anthropology and sociology of Queens College, approaches 
the housing problem from an unusual angle. Is it better 
for the average family to buy a home or to rent? In 
answering this question he finds that there are many in- 
tangible values in ownership that must be taken into con- 
sideration. These, however, are not “always present.” 
Financially, the benefits of ownership as over against 
renting are “not clear even under favorable current pur- 
chasing conditions.” But since it often happens that “the 
full financial obligations are only dimly understood by a 
prospective purchaser, he is vulnerable to indiscreet buy- 
ing.” What is needed, Dr. Dean feels, is “an approach to 
the institution of home ownership that would minimize 
purchasing by people for whom it is too great a risk and 
that would match the element of job mobility in American 
life with an arrangement that would prevent loss in cases 
of legitimate mobility.” However, “the hope of utilizing 


the accumulated housing demand of the postwar years 
for a comprehensive community planning and enlightened 
housing will probably be swept aside by the drive to get 


quick profits from the boom.” 
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